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Figure 3.1 - Current Microgrid Installations by Technology

Source: ICF International, U.S. Department of Energy Combined Heat and Power and Microgrid Installation
Databases, 2022.

3.1 Stakeholder Process and Findings

When determining potential asset mix and load scenarios for a Sauk Prairie Police Department
microgrid, SEPA engaged with the project team to adequately consider the needs of the site, WI
OEI grant guidelines, and the preferences of key stakeholders.

Process

The core team, especially members from the police department and local utility, provided input
regarding project requirements to meet resilience, sustainability, and environmental goals. SEPA
met with the full project team on a monthly basis to discuss scenario development
considerations and study progress. During the January and February check-in meetings, the
team held discussions around microgrid resilience needs at the police station with respect to the
percentage of load served, islanding duration, asset location and sizing, ownership models, and
the use of standby back-up generation to establish microgrid scenarios. Project team members
considered a number of questions as highlighted in Figure 3.2.
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Figure 3.1.1 - Key Microgrid Scenario Development Questions

What % of the site’s load should be served by a microgrid?
Does the site have any short-term plans to reduce load?

r

Where should additional solar generation be located?
How much solar generation should be installed at the site?

How long will the site be able to operate as an island?
Will the site consider any backup generation options?

What size battery should be installed as part of the microgrid?
Where will the battery be located?

Who will own the battery energy storage system (BESS)?

How will the BESS be used (resilience, economic gain)?

Source: Smart Electric Power Alliance, 2022

Findings

From these discussions, SEPA identified several key findings.

1.

A microgrid would need to serve at least 50% of the site’s load to ensure that the facility
can provide critical services that ensure the computer servers and evidence room
refrigeration remains on.

Our scenarios B and C would incorporate a relatively small BESS into the existing site
that could serve as a demonstration project for how a battery could be used for BTM
economics to reduce risk of using diesel.

Given that electric vehicles will be part of the fleet at the Sauk Prairie Police Department,
SEPA was able to incorporate the projected load from the planned fleet and identify
charging profiles.

An ideal EV scenario might look at adding additional solar or storage in phases to align
with the adoption of EVs for the police department.

Providing frequency regulation to MISO using an oversized battery would not provide a
significant enough benefit to justify the costs of such a significant investment. Notably,
given the solar development limits at the site, a developer would likely be unable to
monetize the federal investment tax credit. Additionally, providing frequency regulation to
MISO would not provide a significant enough benefit to justify the costs of such a
significant investment, even under optimal conditions.
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6. Strategic load shedding could be used to reduce the emergency operations center’s
energy consumption during a long-term outage.

3.2 Microgrid Scenarios

Overview

Scenario modeling produced the preliminary asset mix design for five microgrid scenarios,
which Table 3.2.1 summarizes.

Table 3.2.1 - Microgrid Scenario Components

. Solar Battery Island
Scenario Load Solar KW-DC* KW-DC Days's
Scenario Police "

A Station ) 360 23
Scenario Police Rooftop i 150 1%
B Station Solar Only
Scenario Police o
(03 Station ) 150 !
Scenario Police "
D Station Rooftop + 97.5 3,200 365
Ground-Mo
EV Police unted
Scenario Station + Solar 97.5 75 1**
EV Fleet

*This table (and the BCA) only includes solar in addition to the 94.5 kWdc already planned at the site. Note that the
islanding capacity in Scenarios A-C is calculated with the assumption that a total of 94.5 kWdc is available to reduce
load during the day and charge the battery during an outage. Scenario D and the EV scenario is calculated with the
assumption that a total of 192 kWdc is available to reduce load during the day and charge the battery during an
outage

**Battery Only - Islanding capacity only includes battery capacity. The 154 kW diesel generator can provide an
additional 5-6 days of islanding capacity assuming that the 595 gal tank is full and the generator is operating at ~25%
load. In the EV scenario, this capacity is reduced to 4-5 days.

Source: Smart Electric Power Alliance, 2022

®This value is an estimate of the duration of islanding capability that the microgrid can provide on a
typical day during the peak load month, August. Estimates may be given as a range to account for
fluctuations in islanding capability based on instantaneous weather and grid conditions. Islanding duration
at any given time is based on the ability of the on-site PV generation to meet the facility’s load and charge
the battery, the facility’s demand during an outage event, and the time of day and year that the outage
occurs.
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Preliminary Economic Analysis

The preliminary economic analysis included an initial high-level look at each preliminary draft
scenario. The analysis included some easy-to-calculate estimates of the costs and benefits of
each scenario, especially as related to the generation and resilience characteristics of each.
The preliminary economic analysis included order of magnitude estimates of solar and
emissions benefits, as well as capital costs and O&M estimates. Select cost and benefit
highlights were then presented to the project team to demonstrate the unique and relative value
propositions of each scenario, and to validate each scenario prior to the final economic analysis.

Figure 3.2.1 summarizes relative emissions reductions, projected costs (per kWh load served),
and resilience capabilities for each microgrid scenario. The costs, carbon emissions, load
coverage and grid support all vary in each of the five designs. The designs range from
inexpensive to most expensive, carbon free to significant diesel generation.
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Figure 3.2.1 - Scenario Asset, Load Coverage, Outage Capability, and Cost Overview

Scenario A Scenario B

-
=

Economics
S/lkWh load served

Economics

S/kWh load served

Emissions reduction patential

Emissions reduction patential

Resilience islanding duration Resilience islanding duration
* Emissions Reduction: - tons COZeq * Emissions Reduction: - tons CO2eq
* Projected Resilience: 2-3 Days * Projected Resilience: 1 Day
Scenario C Scenario D Renewable + EV Fleet

_
_a

A

Economics
S/kWh load served

Economics
Economics S/kWh load served

S/kWh load served

Emissions reduction potential

Emissions reduction potential

Emissions reduction potential

Resilience islanding duration Resilience islanding duration Resilience islanding duration
* Emissions Reduction: - tons CO2eq * Emissions Reduction: 1350 tons CO2eq * Emissions Reduction: 1350 tons CO2eq
* Projected Resilience: 1 Day * Projected Resilience: 365 Days * Projected Resiliznce: 1 Day

Source: Smart Electric Power Alliance, 2022

The initial normative cost considerations above for the five microgrid scenarios came from the
NREL 2019 Annual Technology Baseline, vendor quotes, and NREL's Phase | Microgrid Cost
Study: Data Collection and Analysis of Microgrid Costs in the United States.

Scenario Pros and Cons

The five microgrid design scenarios present their own benefits and drawbacks.
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Scenario A proposes a microgrid that adds a moderately-sized battery to the planned 94.5
kWdc solar PV and 154 kW diesel generator planned for the site. During normal operations, the
battery is capable of providing some additional economic benefit, as 25% of the battery’s
capacity is reserved for demand reduction. Paired with the planned solar PV, the battery can
provide a few days of carbon-free islanding capacity.

Scenarios B and C propose more economical microgrid designs that provide limited
carbon-free resilience while minimizing costs and optimizing the economic benefits of a battery
energy storage system. These scenarios suggest deploying a smaller battery in addition to the
planned 94.5 kWdc solar PV and 154 kW diesel generator planned for the site. During normal
operations, these two scenarios compare the benefits of using the battery for demand reduction
versus energy arbitrage. Paired with the planned solar PV, the battery can provide one day of
carbon-free islanding capacity.

Scenario D, the most costly and only 100% renewable design, serves the load of the entire site
and maximizes on-site generation by deploying an additional 97.5 kWdc ground-mounted solar
PV at the site. During normal operations, the battery is capable of providing an economic
benefit, as 25% of the battery’s capacity is reserved for demand reduction. Paired with the
proposed and planned solar PV, the battery can provide indefinite carbon-free resilience.

The EV Scenario proposes a microgrid that maximizes on-site generation by deploying an
additional 97.5 kWdc ground-mounted solar PV at the site. The additional generation, paired
with a small battery, serves to ease the demand burden of the additional EV fleet charging at the
facility, and provide additional economic and resilience benefits. During normal operations, the
battery is capable of providing an economic benefit through energy arbitrage. Paired with the
proposed and planned solar PV, the battery can provide one day of carbon-free resilience.

4.0 Microgrid Feasibility

4.1 Preliminary Engineering Considerations

In addition to the loads and DER assets noted in the scenarios above, several other factors
must be considered during the engineering design phase of a microgrid project including a
microgrid controller and the distribution system. The components of a microgrid include facility
load, generation (solar PV or diesel generation), battery energy storage, a microgrid controller,
and interconnection to an existing distribution line.

For the purposes of this analysis, it is assumed that Prairie Du Sac Municipal Electric and Water
will own and operate the medium voltage distribution infrastructure, while the other infrastructure
including solar facilities, battery storage and diesel generation would be owned by the Sauk
Prairie Police Department. In general, the scope of the necessary fieldwork is largely agnostic to
the ownership model.
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SEPA designed scenarios A-D to serve the EOC, and one additional scenario to serve both the
EOC and an EV fleet through a mix of ground-mounted solar, battery storage, and diesel
generation. Each of the preliminary sizing estimates for each scenario enable the microgrid to
rely significantly on generation from solar PV during the summer and utilize battery storage and
the diesel generator for islanding during periods of low solar output.

Note that SEPA estimated the EOC’s loads using the historic load profile data for a nearby fire
station and, therefore, the site’s load could change once real-world data becomes available.
This could lead to different results for the load analysis.

Site Layout

SEPA developed a conceptual microgrid configuration for each scenario, but suggests that
stakeholders reference 2.3 Site Availability and coordinate with an engineering design team to
develop a site layout that best suits the final project. Microgrid configurations are noted below
for each scenario.

Scenario A

N7
~ < 94.5" KW Roof-Mounted
~  Solar PV

Fﬁ
far

360 kW Battery
Energy Storage
System

= » #IAR

Microgrid
Controller

Sauk Prairie Police Department Distribution System

®

154 kW** Diesel Generator

*BCA does not include the costs and benefits associated with the planned 94.5 kW Solar PV
**BCA does not include the costs and benefits associated with the planned 154 kW diesel generator
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Scenarios B and C

Iy
~ - 94.5* kW Roof-Mounted
- @_ Solar PV

. > — Pk—c

- SRS
150 kW Baltery Sauk Prairie Police Department Microgrid
Energy Storage P Controller

System

154 kW** Diesel Generator

Distribution System

*BCA does not include the costs and benefits associated with the planned 94.5 kW Solar PV
**BCA does not include the costs and benefits associated with the planned 154 kW diesel generator

Scenario D

— - 192*** KW Roof- and
Ground-Mounted Solar PV

_ =
EhmY

Microgrid

Sauk Prairie Police Department Controller

/

3.2 MW Battery Energy
Storage System

AN
“F

Distribution System

*BCA only includes additional 97.5 kWdc ground-mounted PV proposed beyond the planned 94.5 kWdc

roof-mounted PV
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EV Scenario

v
~ < 192* KW Ground- and

_@_ Roof-Mounted Solar PV
+

U
B= N Zhd)

75 kW Battery Sauk Prairie Police Department J:I'\chrtﬂglrl‘d
Energy Storage + EV Fleet e

System

Distribution System

154 kW** Diesel Generator

*BCA only includes additional 97.5 kWdc ground-mounted PV proposed beyond the planned 94.5 kWdc
roof-mounted PV
**BCA does not include the costs and benefits associated with the planned 154 kW diesel generator

Microgrid Operations

Prairie Du Sac Municipal Electric and Water will own and operate all medium voltage
equipment, which includes disconnecting and reconnecting the microgrid from Prairie Du Sac's
distribution system. The microgrid will have three modes described below. During each
scenario, the microgrid controller will ensure proper voltage and frequency levels, manage loads
and generation, and optimize battery charge/discharge schedule and charge levels.

Operating Mode 1: Normal Operation/Blue Sky

During normal operation, the solar PV system will operate in parallel with Prairie Du Sac's
distribution system. Where relevant, the diesel generator will only operate for maintenance
purposes. A schedule of maintenance operations will need to be provided to Prairie Du Sac’s
Systems Operations. The microgrid controller will ensure that the battery storage system
maintains a full charge.

The battery storage system would also be used to reduce demand charges, or engage in

energy arbitrage, bringing in revenue to offset costs. WPPI's Systems Operations Center will
only need to be alerted if energy is being discharged to the grid.
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Operating Mode 2: Microgrid Operation - Disconnecting from the Grid

During a scheduled or unplanned outage, Prairie Du Sac Municipal Electric and Water will
initiate the microgrid isolation from the distribution grid. During a scheduled outage, this will be a
seamless transition. During an unscheduled outage, the facility will be served by the BESS until
the outage is repaired, or until the battery is drained and the diesel generator comes online, if
included in the scenario. The BESS and diesel generator, where relevant, will operate to
stabilize load and maintain voltage and frequency. Once voltage and frequency levels have
stabilized, the solar will resume operation. During a long-term outage, battery storage will
operate to manage variations in voltage or frequency and reduce peak load times. The scenario
assumes that the battery will be fully charged when microgrid operation is initiated. Once
initiated, the battery can temporarily suspend energy arbitrage or demand reduction capabilities
to ensure that the battery is fully charged in preparation for a forecasted outage-causing event.
Once the microgrid is in operation, the controller will manage the charge and discharge of the
battery storage based on microgrid conditions and available solar output. The controller will act
to maximize the usage of PV energy and minimize the use of the diesel generator.

Operating Mode 3: Microgrid Operation — Resuming Normal Operation

Once the distribution grid has been restored, the facility will be re-connected to the larger
distribution grid. To do this, the microgrid will re-synchronize and operate in parallel with the
distribution grid and the generator will power down. The battery storage system will discontinue
operation except to re-charge or carry out economic functions. This will be designed to be a
seamless transition.

Interconnection

All resources will follow Prairie Du Sac’s standard interconnection process for distributed
generation.

Microgrid

To house the microgrid controller, manage the electrical isolation of the facility from Prairie Du
Sac’s distribution system, and provide an interconnection point for the battery storage system
and/or diesel generator, an upright switchgear may need to be installed at the site. Since this is
the isolation point for the microgrid from Prairie Du Sac’s distribution system, it will need to be
connected at the point where Prairie Du Sac’s distribution enters the facility.

Typical dimensions for an upright 13 kV switchgear would be approximately 10’ wide, 9’ deep,
and 9.5’ tall.

Solar, Diesel, and Battery Storage

The solar, BESS, and diesel generation unit, if included, will interconnect to the microgrid
isolation switchgear. The solar, BESS, and diesel generator may require step-up transformers to
convert to the distribution line voltage. For layout purposes, SEPA assumed that the battery
storage system and the diesel generator were close enough to each other to use a single step
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up transformer. The solar PV ground-mounted system will not require separate metering or a
separate service transformer.

For layout purposes, SEPA assumed the footprint of the battery storage system in each
scenario to be between 60 and 2,520 sq ft. based on battery sizes and available references.'®
Exact dimensions will depend on the equipment vendor selected.

4.2 Financial and Environmental Impact

The financial and environmental impacts summarized in this section build on the technical
analysis and focus on developing a high-level inventory of potential benefits and costs for the
proposed microgrid scenarios to assess the net benefits of each.

Understanding the balance between benefits and costs can clarify whether the proposed
investment (and other costs) of the project are justified by the resulting benefits. Such
assessments are especially important when the investment is being made “for public benefit,” or
when externalized or non-economized benefits (such as cleaner air, reduced greenhouse gas
(GHG) emissions, or improved public health) are realized.

The goal of this study is to develop a high-level inventory of potential benefits and costs for this
specific microgrid project, and to establish a foundation for a more formal benefit-cost
assessment once additional project details are finalized. The study focuses on quantifying utility
and societal benefits in economic terms, and determining how these economic benefits
compare to the costs of implementing, operating, and maintaining the project over its lifespan.
This report was prepared by project participants and written in a relatively non-technical way to
support engagement with stakeholders.

All benefits and costs included in the analysis are quantified, and the multi-year cash flow (over
an assumed project life of 20 years) is translated into a Net Present Value (NPV). A simple
benefit-cost ratio can then be computed based on the NPV of all benefits divided by the NPV of
all costs. A benefit-cost ratio of 1.0 would indicate that benefits exactly match costs. A ratio of
more than 1.0 indicates a net benefit in which benefits exceed costs, with higher ratios
indicating a greater net benefit. A ratio of less than 1.0 indicates that costs exceed benefits, with
lower ratios indicating a less favorable benefit-cost balance.

All five proposed Sauk Prairie EOC microgrid scenarios would provide uninterrupted power to
the facility for a period of at least one day. The use of additional renewable generation assets
beyond the 94.5 kWdc solar PV planned for the site will increase total benefits associated with
clean on-site generation. These microgrid functions represent the basis for an inventory of both
benefits and costs that can be used to quantify the net benefit of the project.

16 SEPA used reference data from a publicly available SCE battery storage project which assumed a
footprint of ~0.2 sq ft/kWh.

37



. tOEI

Wisconsin Office of Energy Innovation

Inventory of Benefits and Costs

Development of the benefit and cost inventory depends on detailed information about a
proposed microgrid project, including possible microgrid configurations, microgrid asset sizing,
necessary changes to the local distribution system serving the planned facility, islanding
switchgear, and a specialized microgrid control system. Cost estimates include the initial capital
costs of the microgrid assets and the expenses associated with operation and maintenance of
the microgrid infrastructure over the long term.

The benefit-cost inventory assumes that the project will have a 20-year life-span and that, over
that time, the solar production will decline by 0.4% annually, as is typical of photovoltaic
systems. The solar system will supply renewable energy, and for the purpose of this analysis is
assumed to be net-metered. The emissions reduction value associated with solar generation is
the same regardless of interconnection method. No additional “grid services” are assumed for
the microgrid components — such as dispatch of either the battery or diesel generator."”

The load served by this project consists of the Sauk Prairie EOC or the Sauk Prairie EOC and a
fleet of six electric vehicles. For purposes of this analysis, all outages experienced by the facility
are assumed to be the result of feeder-level failures — i.e., not the result of issues within the
boundaries of the facility itself.

A formal benefit-cost analysis would make use of standardized tests. The protocols associated
with those tests dictate what combination of benefits and costs are used in each case. Making
those determinations depends upon knowing important details about ownership structure, which
parties bear various real-world costs'®, benefits (often in the form of revenues) or avoided costs
and to whom they accrue, and the role of the utility in the project. Many of those details are not
known yet, as is typical for a feasibility study at this stage of development.

As a result, this study focused on developing an inventory of the benefits and costs that might
be included in a formalized benefit-cost test. That inventory can provide early insight about the
benefit-cost balance, and help establish the foundation for formalized benefit-cost assessment.
It is important to note, however, that not all benefits or costs noted in the inventory below might
be included in a particular test. Care is needed to ensure that a formalized test balances the
group of benefits and costs included, and that issues such as double-counting and “transfer
effects”® have been addressed.

The inventory summarized below has been developed with a focus on taking a “common sense”
view of both benefits and costs, looking broadly at the “societal scale” of impact, and building
upon the details about project implementation that are known at this time. The combination of

7 Additional grid services, if added to the operating profile of the microgrid, might introduce additional
benefits that could be quantified.

'8 Whether these affect the benefit-cost analysis depends on which test you use. For instance the utility
test versus the societal test. If the societal test was used, these would not change the overall results.

'® Transfers exist within a benefit-cost test when both the benefits and costs flow to and from the same
impacted population considered by a particular test, thereby canceling each other out. The nature of
transfer considerations depends on the test being used.
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these benefits and costs used in a specific formal test will depend on the test being performed,
and additional project details being specified.

Figure 4.2.1 - Overview of Benefits and Costs

+ ]
/ Generation Costs k

Value of Solar Generation Energy Storage Costs

Value of Battery Savings Soft Costs, Controller, and
Value of Emissions Reductions Communication

Implied Value of Resilience Distribution Upgrades

Operations & Maintenance

Source: SEPA, 2022

Overview of Costs

The costs for the microgrid project relate primarily to the costs of construction, and long term
operating and maintenance costs. These cost estimates were taken from a technical evaluation
completed by the SEPA team, and are associated with each proposed scenario. The cost
inventory includes:

1.

Generation (PV + NG): Generation costs only reflect the purchase and installation of
additional solar photovoltaic capacity beyond the newly commissioned 94.5 kWdc
rooftop solar PV array at the site. In each scenario, a photovoltaic system has been
proposed for the microgrid to generate clean electricity, and (with the support of the
planned diesel generator and/or a BESS) allows the facility to operate independent of
the grid. The PV system partially replaces traditional fuel use, providing significant
emission reductions that are a key benefit of the overall project. The diesel generator
can be dispatched on demand, and can be used to firm the solar generation, as well as
provide power in parallel with the solar system or when no sunlight is available. This is a
one-time construction cost. The costs for the solar system include a long-term warranty
for the inverters to ensure their continued operation over the assumed lifespan of the
project. The costs for the solar system do not include the Federal Investment Tax Credit
(ITC). Further BCAs may need to reassess the value of the ITC, assuming that it would
be available at the time of construction.
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2. Battery Energy Storage Systems (BESS): This is a highly valuable component of a
larger system that generates energy using intermittent sources of renewable energy
such as solar, since it helps to balance the production and use of energy. The BESS is
also important for a microgrid to handle transition events and to ensure power quality.
For this study, initial BESS costs were captured in the first year as part of construction,
but further BCAs may want to assume that the battery would need to be replaced
partway through the life of the project, as the lifespan of a BESS is likely to fall short of
the 20-year project life-span assumed in this study. Estimating the future costs of
replacement must account for the net impact of inflation and expected reductions in
battery costs over time, for example, a net cost reduction of 5% per year might be used
to estimate replacement costs in a future year. Additionally, the costs for the BESS do
not include the Federal Investment Tax Credit (ITC). Further BCAs may need to
reassess the value of the ITC, assuming that it would be available at the time of
construction and the system is eligible to receive the credit.

3. Soft Costs, Controller, and Communications: A specialized controller is used to
manage the microgrid when in island mode, including direct interaction with the
generation resources and the BESS. The costs of the controller, along with the costs of
engineering, construction, commissioning, and regulatory affairs, are included as a
one-time construction cost estimated at 16% of the component costs for each scenario.

4. Distribution Upgrades: In order to implement the microgrid, SEPA assumed that the
existing distribution system at Sauk Prairie EOC will not require significant modifications.
Construction costs for distribution upgrades were not included in this study, but may
need to be incorporated into further BCAs.

5. Operations & Maintenance: Unlike other cost components, operations and
maintenance is an ongoing, recurring cost. These costs were taken from the NREL
Annual Technology Baseline (ATB) 2021 for commercial solar PV and 4hr Lithium lon
BESS on an annual basis for the lifespan of the project.

Overview of Benefits

Most of this study focused on identifying and quantifying the benefits from the microgrid project.
All of these benefits are incremental to the baseline provision of service to the facility. As
covered in more detail in Appendix 2: Detailed Benefits, the study modeled and estimated
significant benefits associated with solar generation and improved resilience, including:

1. Value of Solar Generation: The value of solar generation was represented as the total
annual value of:

o Energy Rate Savings: Bill savings resulting from avoided energy purchases, as
energy consumption at the facility is offset by on-site solar generation.

o Excess Generation Credit: Bill credits resulting from solar generation in excess
of the facility’s load that is metered back to the grid at a predefined rate.

40



. tOEI

Wisconsin Office of Energy Innovation

2.

3.

o Demand Savings: Bill savings resulting from the reduction of facility load peaks
that coincide with on-site solar generation.

Value of Battery Savings: The value of battery savings was represented as the total
annual economic benefits provided by a BESS through:

o Energy Savings: Bill savings resulting from shifting on-peak energy purchases
to off-peak hours as noted in the TOU rate by charging the battery from excess
solar or from the grid during off-peak hours and discharging it for use during
on-peak hours.

o Demand Savings: Bill savings resulting from the reduction of facility load peaks
by strategically discharging the battery during hours of peak load.

Value of Emissions Reductions: Solar PV generation reduces harmful emissions from
burning fossil fuels that have local, regional, and global impact. Benefits include the total
dollar value of reductions in mortality and morbidity from PM2.5, SO2, and NOx?°, and
the CO22'.
Implied Value of Resilience: The implied value of resilience focused on the ability of a
microgrid to provide power to the facility when the public grid is inoperable. For the EOC,
resilience value should be based on its ability to serve as an emergency operations
center for a number of Sauk Prairie emergency services during major events, critical
incidents, and man-made or natural disasters, especially when the power is out as a
result of the event. In this study, the implied value of resilience is the remaining
difference between the NPV of costs and benefits in each scenario when the costs
outweigh the benefits. This value will not be included in the final BCRs for each scenario,
but it can be used as a benchmark for stakeholders to consider when estimating the
value of resilience at the site for future cost tests. In cases where the benefits exceed
costs, this value will not be noted, as the project can be considered to be cost effective
without the inclusion of this benefit.

Summary of Results

The study quantified the economic valuation of both benefits and costs for the microgrid
scenarios, including a nominal sum (i.e., the simple sum of annual costs), and a Net Present
Value using a discount factor of 5%. That is, the weighted average cost of capital (WACC) is
assumed to be 5%. A high-level summary of benefits and costs is displayed in Figure 4.2.2.

Figure 4.2.2 - Summary of Benefits and Costs

20 hitps://www.epa.gov/sites/default/files/2018-02/documents/sourceapportionmentbpttsd _2018.pdf

21

https://19january2017snapshot.epa.gov/sites/production/files/2016-12/documents/sc_co2_tsd_august 20

16.pdf
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The costs for each scenario are based on the initial construction costs and O&M costs each
year over the 20-year period.

Table 4.2.1 - Summary of Costs

Microgrid Costs

Low Cost Scenario

Mid Cost Scenario

High Cost Scenario

Scenario A

Generation (PV) $0 $0 $0
BESS $475,701 $583,280 $654,949
Soft $90,610 $111,101 $124,752

Costs/Controller/Comms

Operations & Maintenance $95,246 $135,169 $171,670
Total $661,556 $829,550 $951,372

Generation (PV) $0 $0 $0
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BESS $198,209 $243,033 $272,895
Soft $37,754 $46,292 $51,980
Costs/Controller/Comms
Operations & Maintenance $39,686 $56,320 $71,529
Total $275,649 $345,646 $396,405
Generation (PV) $0 $0 $0
BESS $198,209 $243,033 $272,895
Soft $37,754 $46,292 $51,980
Costs/Controller/Comms
Operations & Maintenance $39,686 $56,320 $71,529
Total $275,649 $345,646 $396,405
Generation (PV + NG) $147,518 $151,551 $162,173
BESS $4,228,453 $5,184,712 $5,821,770
Soft $833,518 $1,016,431 $1,139,799
Costs/Controller/Comms
Operations & Maintenance $846,629 $1,201,503 $1,525,957
Total $6,056,118 $7,554,197 $8,649,699
Generation (PV) $147,544 $151,579 $162,202
BESS $99,104 $121,517 $136,448
Soft $46,981 $52,018 $56,886
Costs/Controller/Comms
Operations & Maintenance $34,217 $44,085 $55,461
Total $327,846 $369,199 $410,997

Source: SEPA, 2022
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Summary of Benefits Results

The following chart summarizes the economic value of the benefits associated with the

microgrid scenarios.

Table 4.2.2 - Summary of Benefits

First Year Benefits

Microgrid Benefits NPV of Benefits ($2022) (Nominal $)
Scenario A
Solar Generation $0 $0
Battery Savings $4,951 $324
Emissions $0 $0
Reductions
Implied Value of $52,688 - $75,943 -
Resilience*
Total $4,951 $324

Scenario B

Solar Generation $0 $0
Battery Savings $4,973 $325
Emissions $0 $0
Reductions
Implied Value of $21,720 - $31,410 -
Resilience*
Total $4,973 $325

Scenario C

Solar Generation $0 $18,109
Battery Savings $26,440 $1,728
Emissions $0 $0

Reductions

Implied Value of
Resilience*

$19,997 - $29,687
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Total $26,440 $1,728
ST TN D)
Solar Generation $98,916 $6,693
Battery Savings $5,239 $342
Emissions $110,487 $6,921
Reductions
Implied Value of $469,888 - $678,431 -
Resilience*
Total $214,642 $13,957

Solar Generation $104,101 $7,044
Battery Savings $27,486 $1,797
Emissions $110,507 $6,922
Reductions
Implied Value of $6,881 - $13,553 -
Resilience*
Total $242,093 $15,763

*The “Implied Value of Resilience” is an annual estimate, and displays a range of values for low, mid, and high-cost
estimates. This value is not included in the “Total” benefits noted in the table, and does not impact the BCR values
related to each scenario. A value of $0 suggests that the scenario is cost-effective without including resilience

benefits in the BCA.
Source: SEPA, 2022

Summary of the Benefit-Cost Ratio

A typical benefit-cost analysis greater than 1.0 indicates that benefits exceed costs, and the
project is generally beneficial. In the simple case where all the benefits identified above can be

included in the benefit portfolio?, the net benefit results are as follows.

Table 4.2.3 - Summary of Benefits and Costs

2As noted in the introduction, a formal benefit-cost test would specify exactly which benefits and costs
should be included for the benefit-cost calculation. Depending on the test, not all the benefits or costs

Low Cost
Scenario

identified in the inventory may be included in a particular test.

Mid Cost
Scenario

High Cost

Scenario
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Total Value of Costs (NPV) $661,556 $829,550 $951,372
Total Value of Benefits (NPV) $4,951
Net Impact (Benefits minus ($656,606) ($824,599) ($946,421)
Costs)
BCR 0.01 0.01 0.01
Total Value of Costs (NPV) $275,649 $345,646 $396,405
Total Value of Benefits (NPV) $4,973
Net Impact (Benefits minus ($270,676) ($340,673) ($391,432)
Costs)
BCR 0.02 0.01 0.01
Total Value of Costs (NPV) $275,649 $345,646 $396,405
Total Value of Benefits (NPV) $26,440
Net Impact (Benefits minus ($249,208) ($319,206) ($369,965)
Costs)
BCR 0.10 0.08 0.07
Total Value of Costs (NPV) $6,070,490 $7,570,119 $8,669,392
Total Value of Benefits (NPV) $214,642

“OEI

Net Impact (Benefits minus

($5,855,848)

($7,355,477)

($8,454,751)

Costs)
BCR 0.04 0.03 0.02
Total Value of Costs (NPV) $327,846 $369,198 $410,997
Total Value of Benefits (NPV) $242,093
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Net Impact (Benefits minus ($85,752) ($127,105) ($168,903)
Costs)
BCR 0.74 0.66 0.59

Source: SEPA, 2022
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Interpretation

The proposed Sauk Prairie EOC scenarios A-C provide limited benefits, solely through battery
savings, as no additional solar PV is proposed to offset the costs of the additional battery
storage. In these three scenarios, the benefits of the planned 94.5 kWdc solar PV (and the
planned 154 kWdc diesel generator) were not included in the BCA as it only sought to provide
insight into the benefits of introducing a battery to the planned on-site generation. The proposed
scenario D and EV scenario provide more substantial benefits, mainly due to the additional solar
production and associated emissions and rate benefits. However, due to the small scale of this
project and the uncertainty associated with behind-the-meter solar and battery economic
benefits, these benefits on their own do not balance the construction and
operation/maintenance costs across all scenarios whether considering low-, mid-, or high- costs.

Although the benefit-cost ratios resulting from this high-level inventory of benefits and costs fall
below 1.0, other considerations provide additional context for this outcome:

1. Benefit-cost analysis is highly sensitive to scale, and smaller projects almost always
result in lower benefit-cost ratios. This is especially true when there are relatively fixed
costs, as are evident for this project. In this case, the benefit-cost ratio is primarily a
result of the small project scale, not a meaningful representation of intrinsic microgrid
technology value.

2. Actual economic (demand and rate savings) benefits related to solar and battery storage
are very difficult to quantify accurately beyond those that would result from the most
conservative generation and load scenarios (i.e. maximum historic load and minimum
expected solar generation). For this reason, real-world benefits from these economic
functions could surpass those estimated in this study, and increase cost-effectiveness.

3. Development of microgrid technology, and improved resilience for all utility customers, is
a strategic goal that is not easy to quantify. The strategic value of the project, including
workforce development, customer education, and benefits to the community who have
access to the EOC are not quantified in the benefits portfolio. These are qualitative
factors that provide important context for the benefit-cost evaluation.

5.0 Conclusion

Despite providing significant measurable advantages, the net present value of benefits for the
Sauk Prairie EOC do not exceed the costs of the project under any scenario before including
resilience benefits in the analysis. That said, the EV scenario presents a situation in which a
relatively modest valuation for the benefit of resilience at the site would make the additional
battery storage and solar cost-effective, as noted by the “Implied Cost of Resilience” values in
the previous section.

This analysis establishes a framework for assessing the economic value of the microgrid
project, including a preliminary quantification of the value of emission reductions and increased
resilience. Further formalized benefit-costs tests can build upon this foundation once additional
details about the project and other similar projects are finalized.
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However, the benefit-cost outcomes are not the whole story. Small-scale programs frequently
result in unfavorable benefit-cost ratios, especially when the fixed costs are large. Trialing new
technologies, strategies and programs offer learning opportunities, and may advance strategic
goals that intrinsically hold value themselves, but are often not quantified or included in a
feasibility analysis. Externalities, such as the value of reducing emissions are likely undervalued
in these scenarios, despite providing important societal benefits. Most importantly, the research
and methodologies for quantifying the economic value of resilience is relatively new and likely
incomplete. As such, they may not capture the strategic value of improved resilience, especially
as more extreme weather (and other) events become more common.

From the perspective of technical feasibility, Sauk Prairie EOC is a reasonable site to construct
and install a microgrid project. Project team members believe that this project would increase
resiliency in Prairie Du Sac, WI by serving as an EOC for emergency service providers in the
community during major events or prolonged outages.

Key learnings from this study include:

e Given the open space at the site, the Sauk Prairie EOC is well suited to host additional
ground-mounted solar PV for on-site generation.

e The solar and battery benefits are likely undervalued in the current benefit-cost
framework and are dependent on real-world performance beyond the conservative
estimates that were used for this study.

e A fully renewable scenario is not economically feasible at the site given solar capacity
limitations which would force a large BESS charge mainly from the grid rather than
on-site solar.

e Resilience benefits are likely to be significant given the facility’s role as an emergency
operations center.

If the project partners decide to move forward, next steps include:

e Determine ownership and operation structures between Prairie Du Sac Municipal
Electric and Water, Sauk Prairie Police Department, and a developer in order to have the
appropriate information needed for the final BCA

e |dentify potential funding sources to facilitate a public-private partnership (e.g.,
third-party finance, customer finance, utility investment and recovery in rates)

e Conduct a full engineering design and construction study

e Explore additional state and federal funding and grant programs (e.g., IIJA and FEMA
BRIC)
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6.0 Appendices

Appendix 1: Project Team Check-In Summaries

This appendix includes summaries of each monthly project team check-in.

January 2022

During the initial kick-off meeting with the project team, SEPA focused heavily on getting the
group acquainted with each other. SEPA provided a background on the microgrid feasibility
study and the grant, including information regarding project tasks, goals, and timeline. Project
team members began to discuss the site, its role as an EOC, its critical loads, and its resilience
needs. Sauk Prairie Police Department shared details surrounding the plans and timeline for the
new EOC site construction, including the intention to build a roof-mounted solar PV array and
incorporate a 154 kW diesel generator to provide backup power. SEPA started a discussion
around data collection expectations and needs in order to begin the site analysis and develop
preliminary microgrid scenarios. WPPI noted that since the site is not yet operational, SEPA and
WPPI would have to discuss how to estimate the site’s load using existing data from a similar
facility. Following this meeting, SEPA began to gather relevant data and began an initial solar,
load, and site assessments.

February 2022

The second project team check-in meeting included a discussion around the site’s estimated
load and solar production, especially which facility loads were critical or could be shed during an
extended outage or emergency event. The project team also brainstormed potential microgrid
scenarios, considering the possibilities of incorporating additional solar PV at the site,
introducing battery storage to the planned solar PV and backup generator, or proposing a 100%
renewable scenario. Following this meeting, SEPA began to develop preliminary microgrid
scenarios and finalized the site assessment.

March 2022

The third project team check-in meeting focused on validating the site assessment and
discussing the proposed preliminary microgrid scenarios. SEPA shared its site assessment with
the project team, and had a discussion surrounding the footprint of additional solar or a BESS.
SEPA also shared an outline of four initial microgrid scenarios in order to discuss the pros and
cons of each with the project team. The project team also discussed the possibility of including
an additional scenario that includes the added load of transitioning to an EV fleet. Following this
meeting, SEPA finalized the microgrid scenarios and shared them with the project team.

April 2022

The fourth project team check-in meeting was fairly brief, but included a short discussion about
how the value of resiliency would be determined by the analysis. Additionally, the project team
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suggested resizing the EV scenario to make it more cost effective by downsizing the battery and
relying on the diesel generator to provide backup power. Following this meeting, SEPA finalized
the BCAs for each microgrid scenario in preparation for writing the final report.

Appendix 2: Detailed Benefits

This appendix includes the quantification of significant benefits associated with solar generation,
battery storage, and improved resilience for the facility.

Value of Solar Generation

The Value of Solar Generation was determined on an hourly basis, then aggregated for annual
values. This represents the total annual value of:

e Energy Rate Savings: Bill savings resulting from avoided energy purchases, as energy
consumption at the facility is offset by on-site solar generation.

e Excess Generation Credit: Bill credits resulting from solar generation in excess of the
facility’s load that is metered back to the grid at a predefined rate.

e Demand Savings: Bill savings resulting from the reduction of facility load peaks that
coincide with on-site solar generation

PV Watts, developed by the National Renewable Energy Laboratory (NREL) was used to
provide an estimate of solar generation on an hourly basis for the first year. This tool is widely
accepted in the industry, and accounts for the location of the solar installation, local weather
patterns, the size of the system, characteristics of the array, system losses, tilt, azimuth, and
other parameters. The tool is commonly used to estimate the energy production and
performance of potential photovoltaic energy systems. SEPA provided a PV Watts production
profile for the site, which was the basis for estimating solar generation value for each scenario.

Energy rate savings were estimated by calculating the average site load that would be met by
on-site solar for each hour of the year and multiplying that value by the energy rate during that
time to determine the rate savings (or avoided costs) associated with purchasing that energy
from the grid to meet the site's load. When estimating this benefit, SEPA assumed an annual
solar degradation rate of 0.4% and an annual rate increase of 2.5%.

Excess generation credits were estimated by calculating the average on-site solar generation in
excess of the facility’s load for each hour of the year and multiplying that value by the buyback
rate to determine the benefit associated with delivering energy back to the grid after meeting the
site's load. Again, SEPA assumed an annual solar degradation rate of 0.4% and an annual rate
increase of 2.5%.

Demand savings were estimated by examining the new load peaks for each month after

considering the load peak reductions that would result from on-site solar generation. In order to
avoid over-valuing this benefit, SEPA only considered demand reductions that would occur from
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the least favorable circumstances, that is days in which load is at its highest and solar
generation is at its lowest. In order to achieve this, SEPA created sample hourly profiles for each
month that represented the lowest observed solar generation for each hour during that month
(from the PV Watts profile), and the highest observed site load for each hour during that month.
SEPA subtracted the hourly minimum solar generation figures from the corresponding hourly
maximum load figures for each month to generate a net hourly site load profile for each month
under the least favorable circumstances. SEPA compared the new monthly and annual load
peaks to those in the original load profile to estimate a conservative, but plausible estimate for
demand savings.

Value of Emissions Reduction

Electricity generation that results from the burning of fossil fuels results in harmful emissions
that have local, regional, and global impact. Over recent decades, renewable energy, like solar
power, has emerged as a key strategy in reducing these emissions to improve air quality
(especially key criteria pollutants like NOy, SO,, and PM, 5) and avoid the release of greenhouse
gasses that contribute to climate change.

The avoided emissions are quantified by determining the emission output that would have been
produced on a “pounds per MWh” basis had that energy been generated at a traditional fossil
fuel plant. The Emissions and Generation Resource Integrated Database (eGRID) provided
region-specific emissions factors as “Pounds per MWh” values which were used to determine
the environmental or emissions reduction impact of the avoided fossil fuel plant generation.?
This process was repeated for four criteria pollutants which all have their own unique
environmental impacts and behave differently in the atmosphere: carbon dioxide (CO,), nitrogen
oxides (NO,), sulfur dioxide (SO,), and particulate matter (PM,s). The economic impact of
emissions was quantified using parameters from the Federal Interagency Working Group on the
Social Cost of Carbon (for CO,), and a separate study from the U.S. Environmental Protection
Agency for impact factors on NO,, SO,, and PM,;.>* These conversion factors translate the
emissions reductions (in tons) to an economic benefit (in dollars) to society at large.

Value of Battery Savings

The value of battery savings was represented as the total annual economic benefits provided by
a BESS through:

e Energy Arbitrage: Bill savings resulting from shifting on-peak energy purchases to
off-peak hours as noted in the TOU rate by charging the battery from excess solar or
from the grid during off-peak hours and discharging it for use during on-peak hours

2 United States Environmental Protection Agency (EPA), Emissions & Generation Resource Integrated
Database (eGRID).

2 The Interagency Working Group on the Social Cost of Greenhouse Gases, Technical Support
Document:- Technical Update of the Social Cost of Carbon for Requlatory Impact Analysis - Under
Executive Order 12866 (2016).
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OR

e Demand Savings: Bill savings resulting from the reduction of facility load peaks by
strategically discharging the battery during hours of peak load

Note that each scenario assumed that the battery was being used for either one of the
economic functions, but not for both. Energy arbitrage benefits were estimated by calculating
the minimum value of either:

e The annual net energy consumption during peak hours as defined in the TOU rate
schedule (i.e. the annual total (kWh) of energy consumption after estimated solar
generation for all hours between 8:00 AM and 8:00 PM) multiplied by the difference
between the on-peak and off-peak rates. This demonstrates the maximum annual
savings that could result from charging the battery during off-peak hours and discharging
it during on-peak hours to meet the facility’s load, given that the battery has sufficient
capacity to do so.

OR

e The sum of the capacity of the battery (kWh) or the capacity of the battery designated for
energy arbitrage multiplied by the difference between the on-peak and off-peak rates for
each day of the year. This demonstrates the annual capacity-limited maximum given that
the battery does not have sufficient capacity to mitigate all on-peak energy purchases
and deliver maximum annual savings from energy arbitrage. Each day, the battery would
be fully charged during off-peak hours and fully-discharged during on-peak hours.

It is worth noting that this value does not take into account additional benefits that would result
from on-site solar generation charging the battery and further reducing off-peak energy
purchases.

Demand savings benefits were estimated by assuming that the battery would be discharged
strategically to reduce site demand by avoiding going above a certain set demand peak for each
month. SEPA calculated the value of that demand peak for each month by maximizing the
annual savings that could be achieved given the limits defined by the capacity of the BESS, the
extent to which on-site solar generation is able to charge the battery under unfavorable
conditions, and the costs associated with charging the battery from the grid in order to reduce
demand peaks.

When estimating this benefit, SEPA assumed an annual rate increase of 2.5% for both energy
and demand rates.

Implied Value of Resilience

A primary focus of this project was to quantify the value that a microgrid could bring to the
facility in terms of resilience (i.e., the ability to provide power when the utility grid is inoperable).
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In order to quantify resilience value as part of the benefit portfolio, it must be expressed in
economic terms. Valuation of resilience is relatively new and the study team found that there is
little research and few precedents upon which to base the analysis. For that reason, SEPA
presented an “Implied Value of Resilience” that is equivalent to the annualized benefit required
to make each microgrid scenario cost-effective.

The implied value of resilience should be compared to the project team’s own valuation of the
ability of a microgrid to provide power to the facility when the public grid is inoperable. For Sauk
Prairie Emergency Operations Center, this real-world resilience value should be based on its
ability to provide emergency services to the community during an extended outage or
emergency. In this study, the implied value of resilience was noted as the remaining difference
between the NPV of costs and benefits in each scenario, annualized over the 20-year project
lifecycle. In cases where the benefits exceed costs, this value was not noted, as the project can
be considered cost-effective without the inclusion of this benefit. This value was not included in
the final BCRs for each scenario, but it can be used as a benchmark for stakeholders to
consider when estimating the value of resilience at the site for future cost tests. That is to say, if
stakeholders perceive the actual value of resilience at the site to be greater than the implied
value of resilience noted here, then it is more likely that the project would be cost-effective in
further BCAs.
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